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'  BY  HAROLD  H.  HUTCHESON 

RECONSTRUCTION  of  the  war-shattered  in¬ 
dustry  and  trade  of  Europe  presents  a  twofold 
problem  of  tremendous  magnitude.  What  is  re¬ 
quired  in  the  first  instance  is  an  early  restoration  of 
some  measure  of  stability  and  equilibrium  within 
the  economy  of  each  country,  for  which  a  larger 
flow  of  goods  and  services  is  required.  At  the  same 
time  the  rebuilding  of  national  productive  capacity 
must  be  related  to  the  broad  objective  of  creating  a 
viable  world  economic  order.  Both  phases  of  this 
vast  undertaking  have  been  envisaged  in  the  post¬ 
war  foreign  economic  policy  of  the  United  States, 
the  only  nation  with  sufficient  resources  to  promote 
European  recovery.  Since  the  end  of  hostilities  we 
have  contributed  over  eleven  billion  dollars  to  aid 
needy  countries;  moreover,  in  order  that  this  pro¬ 
gram  might  develop  with  maximum  effectiveness, 
die  Administration  has  encouraged  the  participants 
to  practice  collaboration  in  solving  their  common 
economic  problems.  At  the  same  time,  a  deter¬ 
mined  effort  has  been  made  to  promote  the  early 
creation  of  an  International  Trade  Organization. 
But  substantial  as  our  contribution  has  been,  the 
progress  of  reconstruction  to  date  has  fallen  far 
short  of  expectations.  The  current  situation  was 
graphically  described  by  Secretary  of  State  Mar¬ 
shall  when  on  April  28,  in  his  report  to  the  nation 
on  the  abortive  Moscow  meeting  of  the  Council 
of  Foreign  Ministers,  he  observed  that  “the  recov¬ 
ery  of  Europe  has  been  far  slower  than  had  been 
expected.  Disintegrating  forces  are  becoming  evi¬ 
dent.  The  patient  is  sinking  while  the  doctors  de¬ 
liberate.”* 

Under  these  circumstances,  a  revision  of  Amer¬ 
ican  policy  in  Europe  has  become  urgently  neces¬ 
sary.  For  unless  the  present  unfavorable  trend  of 
events  is  reversed,  the  liberated  peoples  may  find 
that  they  have  survived  one  wave  of  totalitarianism 
only  to  be  engulfed  by  another.  This  has  already 
occurred  in  Eastern  Europe;  it  may  also  happen 

I.  New  York,  Times,  April  29,  1947. 


in  Western  Europe,  if  the  industrial  economies  of 
the  countries  in  that  area  do  not  soon  again  be¬ 
come  “going  concerns.”  But  if  such  a  disaster  is  to 
be  avoided,  the  United  States  must  abandon  the 
approach  it  has  hitherto  followed  of  measuring 
Europe’s  reconstruction  requirements  almost  sole¬ 
ly  in  terms  of  making  good  the  wartime  physical 
loss  of  wealth.  This  approach  is  no  longer  ade¬ 
quate,  and  should  not  have  been  adopted  in  the 
first  instance  as  the  yardstick  of  our  program. 
Speaking  at  Harvard  University  on  June  5,  Secre¬ 
tary  of  State  Marshall  conceded  that  in  this  respect 
we  had  overlooked  some  vital  considerations.  Dur¬ 
ing  recent  months,  he  admitted,  it  had  become 
obvious  that  the  loss  of  tangible  wealth  was  a  much 
less  serious  problem  than  “the  dislocation  of  the 
entire  fabric  of  European  economy.”^  Sustained 
recovery  cannot  be  expected  in  the  future,  there¬ 
fore,  unless  an  efficient  business  structure  within 
and  between  countries  is  restored  in  Europe;  hence¬ 
forth  more  attention  must  be  given  to  the  social 
machinery  of  production  —  the  division  of  labor, 
the  mechanism  of  exchange  and  distribution,  over¬ 
seas  commercial  ties,  and  so  forth.  To  map  out 
such  a  program  of  economic  revival,  Marshall  said, 
is  the  duty  and  responsibility  of  the  Europeans. 

For  the  next  three  or  four  years,  however,  their 
governments  will  not  be  able  to  finance  the  imports 
of  food  and  other  essential  materials  that  will  be 
required;  thus,  if  “economic,  social  and  political 
deterioration  of  a  very  grave  character”  is  to  be 
avoided,  the  United  States  must  provide  further 
assistance.  The  aid  we  extend  must  not,  however, 
be  on  a  piecemeal  basis  as  in  the  past;  instead, 
“there  must  be  some  agreement  among  the  coun¬ 
tries  of  Europe  as  to  the  requirements  of  the  situa¬ 
tion  and  the  part  those  countries  themselves  will 
take  in  order  to  give  proper  effect  to  whatever 
action  might  be  undertaken  by  this  Government.”^ 

2.  Ibid.,  June  6,  1947. 

3.  Ibid. 
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In  short,  tlie  European  governments  must  Jointly 
plan  their  economic  recovery.  They  must  act 
promptly,  for  their  needs  are  urgent. 

Actually  a  pattern  for  such  cooperation  has  al¬ 
ready  been  established.  Since  the  end  of  the  war 
considerable  intergovernmental  collaboration  has 
been  practiced  through  the  Emergency  Economic 
Committee  for  Europe,  the  European  Coal  Organ¬ 
ization,  and  the  European  Central  Inland  Trans¬ 
port  Organization.  By  the  end  of  1947  these  emer¬ 
gency  agencies,  whose  accomplishments  arc  dis¬ 
cussed  below,  will  have  become  a  part  of  the  re¬ 
cently  created  United  Nations  Economic  Commis¬ 
sion  for  Europe.  But  if  this  Commission  is  to  be 
used  to  develop  the  comprehensive  economic  pro¬ 
gram  envisaged  by  Marshall’s  proposal,  the  Soviet 
government,  as  a  member  of  the  ECE,  must  be 
prepared  to  share  wholeheartedly  in  the  undertak¬ 
ing,  which  means  also  that  the  Communist  parties 
in  Western  Europe  must  be  instructed  to  cooperate. 

This  question  of  East-West  harmony  was  the 
most  important  issue  at  the  conference  of  the  Brit¬ 
ish,  French  and  Soviet  Foreign  Ministers  which 
opened  in  Paris  on  June  27.  On  the  eve  of  the 
meeting,  Gunnar  Myrdal,  the  ECE’s  Executive 
Secretary,  proposed  that  the  UN  agency  be  used  to 
carry  out  whatever  arrangements  the  European 
governments  agreed  upon  to  help  themselves  in 
return  for  American  reconstruction  aid.  Referring 
to  Marshall’s  suggestion  that  a  continent-wide  plan 
be  prepared.  Dr.  Myrdal  remarked  that  “the  im¬ 
petus  it  gives  has  the  possibility  of  splitting  Europe 
as  well  as  unifying  her.  Europe  is  therefore  clearly 
at  the  crossroads.”'^ 

PLANNING  FOR  PEACE:  1945 

Although  relations  between  Russia  and  the  West 
have  steadily  deteriorated  since  the  end  of  the  war, 
British  and  American  leadership  has  been  success¬ 
ful  in  achieving  a  high  degree  of  economic  coopera¬ 
tion  among  the  Western  European  countries.  At 
the  second  meeting  of  the  Inter-Allied  Council, 
held  in  London  on  September  24,  1941,  the  need 
for  rtprovisioning  of  Europe  with  foodstuffs  and 
raw  materials  after  the  war  was  discussed  at  length. 
It  was  agreed  that  the  Allied  governments  should 
cooperate  in  dealing  with  the  emergency  require¬ 
ments  df  the  devastated  areas;  that  each  country 
should  prepare  estimates  of  the  kinds  and  amounts 
of  urgent  imports,  and  a  tentative  order  of  priority 
for  delivery  of  these  supplies;  and  that,  as  the  first 
step,  the  British  government  should  establish  a 
bureau  in  London  to  facilitate  the  collation  and 
coordination  of  estimates.  To  supervise  the  pro- 

4-  Ibid.,  June  27,  1947. 
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gram,  a  committee  of  Allied  representatives  was 
set  up  under  the  chairmanship  of  Sir  Fred¬ 
erick  Leith-Ross,  then  chief  economic  adviser  in 
the  British  Foreign  Office.  The  United  States, 
which  was  not  represented  at  this  meeting  since 
it  had  not  then  entered  the  war,  made  known  its 
approval  of  the  project  and  promised  to  cooperate 
in  accomplishing  the  aims  in  view.’ 

The  work  of  this  Inter-Allied  Committee  on 
Post-War  Requirements  was  subsequently  taken 
over  by  the  United  Nations  Relief  and  Rehabilita¬ 
tion  Agency  (UNRRA),  which  was  set  up  in  No¬ 
vember  1943.  As  a  means  of  providing  prompt  aid 
to  the  distressed  areas,  UNRRA  was  far  superior 
to  the  relief  measures  adopted  in  1919.  Its  program 
included  not  merely  emergency  food  and  clothing 
for  the  needy,  but  also  assistance  in  restoring  pro¬ 
duction  and  transportation.  Countries  that  had  not 
been  invaded  provided  the  necessary  funds,  which, 
by  the  end  of  1946  totaled  over  three  billion  dollars.. 
The  largest  contributor  was  the  United  States, 
whose  share,  by  agreement,  amounted  to  72  per 
cent  of  the  total  outlay.  Governments  receiving 
UNRRA  aid  were  not  required  to  pay  for  the  sup¬ 
plies  shipped  to  them;  such  foreign  exchange  as 
they  had  was  therefore  available  for  the  purchase 
of  additional  materials  to  speed  their  recovery. 

The  effectiveness  of  UNRRA  was  enhanced  by 
the  decision  of  the  Allied  governments  not  to  re¬ 
peat  the  mistake  made  in  1919,  when  the  wartime 
machinery  of  economic  cooperation  was  quickly 
discarded.  For  example,  the  Combined  Shipping 
Adjustment  Board,  established  in  January  1942, 
was  not  terminated  until  March  1946,  when  it  was 
replaced  by  another  agency,  the  United  Maritime 
Consultative  Council,  with  committees  in  London 
and  Washington  to  facilitate  shipping  for  both 
UNRRA  and  the  liberated  nations.^  Since  trans¬ 
portation  facilities  continued  to  be  a  bottleneck 
after  V-E  Day,  it  was  essential  to  maintain  Allied 
controls  if  the  requirements  of  all  countries  were 
to  receive  equitable  consideration.  Similarly,  since 
the  food  needs  of  the  distressed  areas  far  exceeded 
available  world  supplies,  fair  distribution  could  be 
assured  only  by  international  planning.  Accord¬ 
ingly,  the  Combined  Food  Board,  set  up  in  June 
1942  to  allocate  food  supplies  of  the  United  Na¬ 
tions,  was  not  discontinued  until  June  1946,  when 

5.  See  Department  of  Sute  Bulletin,  September  27,  1941,  pp. 
234-35- 

6.  See  Courtney  C.  Brown,  “The  Combined  Boards,"  De¬ 
partment  of  State  Publication  No.  2372,  (Washington,  1945); 
and  Britain  and  European  Reconstruction  (New  York,  British 
Information  Services),  February  1947,  p.  33.  On  October  24, 
1946  the  Maritime  Council  was  disbanded;  plans  are  now  be¬ 
ing  worked  out  for  a  UN  maritime  organization  to  function  as. 
a  permanent  agency. 
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the  screening  of  requirements  and  programming 
of  exports  was  taken  over  by  the  International 
Emergency  Food  Council,  a  unit  of  the  permanent 
United  Nations  Food  and  Agricultural  Organiza¬ 
tion  created  in  October  1945^ 

THE  THREE  “E-ORGANIZATIONS” 

UNRRA  and  the  Combined  Boards  were  of  in¬ 
valuable  assistance  to  the  devastated  areas  in  meet¬ 
ing  emergency  requirements  for  food  and  other 
supplies.  But  important  as  was  this  contribution  to 
the  revival  of  agricultural  and  industrial  produc¬ 
tion  in  Europe,  it  did  not  provide  an  adequate 
solution  of  the  wide  range  of  urgent  reconstruction 
problems.  The  return  of  peace  fotind  Europe  fac¬ 
ing  a  coal  famine.  Moreover,  such  coal  and  other 
supplies  as  were  available  could  not  be  effectively 
distributed  for  want  of  transport  facilities.  Allied 
bombing  operations,  depredations  by  the  German 
forces,  as  well  as  exhaustion  through  use,  had 
resulted  in  an  almost  complete  breakdown  of  rail, 
road  and  canal  transportation.  These  problems 
were  common  to  all  the  liberated  nations  on  the 
continent  and  required  the  creation  of  special  ma¬ 
chinery  for  economic  collaboration  among  the  na¬ 
tions  immediately  concerned  and  the  great  powers. 
For  this  purpose  three  emergency  organizations 
were  formed:  the  European  Central  Inland  Trans¬ 
port  Organization  (ECITO),  to  reopen  the  flow 
of  continental  traffic  by  rail,  road,  and  water;  the 
European  Coal  Organization  (ECO),  to  divide 
equitably  the  available  coal  supplies;  and  the  Emer¬ 
gency  Economic  Committee  for  Europe  (EECE), 
to  deal  with  problems  of  production,  supply  and 
distribution  of  food,  seeds,  fertilizers,  timber,  tex¬ 
tiles,  enemy  exports  and  raw  materials.  In  the 
origin  and  development  of  these  so-called  “E” 
agencies,  the  United  States  has  played  an  impor¬ 
tant  part.® 

The  problem  of  restoring  the  European  trans¬ 
portation  system  was  first  formally  considered  by 
the  Allied  governments  in  November  1942,  when 
a  technical  advisory  committee  on  the  subject  was 
created  by  the  Committee  on  Post-War  Require¬ 
ments.  During  the  following  two  years  detailed 
estimates  were  made  of  the  types  and  quantities  of 
equipment  and  supplies  that  would  be  required 
for  rehabilitating  inland  waterways,  railroads,  and 
ports  to  handle  movements  of  military  and  relief 

7.  The  work  of  the  lEFC  is  described  by  L.  Ingemann  Highby, 
“World  Distribution  of  Grain  Exports,”  Department  of  State 
Bulletin,  February  16,  1947,  pp.  264  ff. 

8.  See  “Europe  Starts  to  Rebuild”  (mimeographed),  Depart¬ 
ment  of  State,  Office  of  Public  Affairs,  March  1946;  H.  Van  B. 
Cleveland,  “The  United  Sutes  and  Economic  Collaboration 
Among  the  Countries  of  Europe,”  Department  of  State  Bulletin, 
January  5,  1947. 


materials.  Similarly,  plans  were  prepared  to  ex¬ 
pedite  the  movement  of  relief  and  other  priority 
traffic  in  Europe  in  the  early  post-war  period. 
These  problems  were  further  discussed  at  a  con¬ 
ference  which  opened  in  London  on  October  10, 
1944.  The  discussions  resulted  in  a  draft  agree¬ 
ment  creating  a  provisional  transport  organization, 
which  was  set  up  on  May  8,  1945.  Several  technical 
advisory  panels  were  appointed  to  work  out  new 
schedules  of  required  equipment  and  other  sup¬ 
plies.  At  another  meeting  held  in  London  a  final 
agreement  was  drafted,  and  signed  on  September 
27,  1945  by  Belgium,  Czechoslovakia,  France, 
Greece,  Luxembourg,  The  Netherlands,  Norway, 
Poland,  the  U.S.S.R.,  the  United  Kingdom,  the 
United  States,  and  Yugoslavia.^  Denmark  joined 
later. 

EUROPEAN  CENTRAL  INLAND  TRANSPORT  ORGANIZATION 

The  ECITO  is  a  coordinating  and  consultative 
organ  whose  many  activities  have  as  their  objec¬ 
tive  the  most  efficient  possible  movement  of  Euro¬ 
pean  traffic.  A  Director  General  is  responsible  for 
the  administrative  and  technical  work  of  ECITO, 
which  has  an  Office  of  Supplies  and  an  Office  of 
Movements.  The  Office  of  Supplies  has  made  rec¬ 
ommendations  for  allocation  and  distribution  of 
transport  equipment  released  by  the  Allied  High 
(Command  in  Europe,  as  well  as  that  supplied  by 
the  Combined  Production  and  Resources  Board 
and  UNRRA  after  V-E  Day.  Other  functions  of 
the  Office  of  Supplies  include  arrangements  to  re¬ 
store  to  member  governments  the  transport  equip¬ 
ment  which  had  been  removed  from  their  terri¬ 
tories  by  the  Germans;  a  census  of  railway  rolling 
stock  and  inland  waterway  craft  to  aid  in  its  re¬ 
turn  to  rightful  owners;  assistance  to  members  in 
procuring  repair  materials  for  equipment  and 
permanent  installations;  and,  in  general,  such  other 
measures  as  would  increase  the  over-all  capacity  of 
the  transport  system.  The  Office  of  Movements 
has  advised  member  governments  as  to  means  by 
which  the  flow  of  traffic  could  be  coordinated 
and  accelerated.  Steps  have  been  taken  to  ensure  a 
unified  clearing  system  for  traffic  operations.  In 
this  connection,  regular  movement  conferences 
have  been  held  to  coordinate  transit  traffic  of  com¬ 
mon  and  urgent  concern,  such  as  UNRRA  relief 
supplies,  coal,  and  essential  imports  and  exports. 
In  short,  the  ECITO  has  been  a  vital  factor  in  the 
restoration  of  production  and  distribution  in  war- 
ravaged  Europe.  The  improvements  in  transporta¬ 
tion  effected  by  this  agency  have  been  substantial, 

9.  See  Agreement  Concerning  the  Establishment  of  an  Euro¬ 
pean  Central  Inland  Transport  Organization  (London),  Septem¬ 
ber  27,  1945,  Cmd.  6685. 
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but  many  more  obstacles  must  be  overcome  be¬ 
fore  the  intricate  pre-war  network  of  through 
traffic  has  been  re-established.*®  The  agreement  cre¬ 
ating  the  ECITO  provided  (article  XIII)  that  it 
should  continue  in  force  until  September  27,  1947; 
already,  however,  arrangements  are  being  made  to 
merge  the  functions  of  the  agency  with  those  of 
the  UN  Economic  Commission  for  Europe. 

EUROPEAN  COAL  ORGANIZATION 

The  services  of  the  ECITO  in  facilitating  the 
movement  of  coal  have  been  especially  outstand¬ 
ing.  In  this  phase  of  its  work,  the  transport  agency 
has  cooperated  closely  with  the  European  Coal 
Organization,  formed  in  London  on  May  18,  1945. 
As  early  as  the  latter  part  of  1944,  it  was  recog¬ 
nized  that  there  would  be  a  serious  coal  shortage 
in  Europe  once  the  war  ended.  Preliminary  dis¬ 
cussions  on  the  subject  were  held  by  the  United 
States,  Britain  and  Russia  in  the  latter  part  of  1944. 
Later  France  joined  these  conferences.  For  the 
time  being,  however,  agreement  on  the  functions 
of  the  proposed  fuel  agency  was  delayed,  mainly 
[  because  of  complications  relating  to  the  question 
of  German  coal  deliveries  and  reparations.  Russia 
j;  withdrew  from  the  project,  but  the  other  three 
1;  governments,  convinced  that  the  coal  problem  was 
I  most  urgent,  proceeded  to  set  up  a  provisional  coal 
1  organization  in  May  1945.  They  wtre  joined  by 

[  Belgium,  Denmark,  Greece,  Luxembourg,  The 

I  Netherlands,  Norway  and  Turkey;  Czechoslovakia 
f  and  Yugoslavia  were  represented  by  observers.  Six 
j  months  of  provisional  operation  convinced  all  con- 
cerned  of  the  indispensable  value  of  the  agency, 
(  and  accordingly  an  agreement  was  signed  January 
4,  1946  (consisting  of  ten  short  articles)  formally 
establishing  the  ECO.  Subsequently,  Czechoslo- 
.  vakia  and  Poland  became  members,  while  Finland, 
[  Italy,  Portugal,  Sweden,  and  Switzerland  asso¬ 
ciated  their  governments  with  the  work  of  the  or- 
I  ganization. 

t  The  wisdom  and  foresight  of  those  responsible 
f  for  the  formation  of  the  ECO  have  been  fully 

(confirmed.  Although  the  extent  and  degree  of 
damage  to  mines  and  surface  installations  during 
the  war  wer€  less  than  expected,  with  the  coming 
of  peace  the  mining  areas  faced  a  serious  lack  of 
1  transport  facilities,  manpower,  equipment  and  sup- 
i:  plies.  Since  European  transportation,  electric  pow- 

I  er  and  manufacturing  were  all  highly  dependent 
I  on  coal,  most  of  the  immediate  problems  of  recon- 

Istruction  could  in  the  end  be  reduced  to  the  ques- 

10.  The  ECITO  is  not,  however,  the  first  instance  of  Euro- 
^an  cooperation  in  the  transport  field.  See  Ruth  D.  Masters, 
“International  Organization  of  European  Rail  Transport,”  Inter¬ 
national  Conciliation,  May  1937,  No.  330,  pp.  487-544. 


tion  of  fuel  supply.  In  pre-war  times.  The  Nether¬ 
lands  and  Belgium  were  almost  self-sufficing  in 
coal;  France  was  a  substantial  producer  but  also 
imported  large  quantities,  particulafly  from  Ger¬ 
many;  while  the  other  countries  on  the  continent 
were  also  dependent  in  varying  degrees  on  imports 
from  Germany,  Poland  and  Britain.  During  the 
course  of  Allied  military  operations,  army  author¬ 
ities  took  steps  to  restore  production  as  the  min¬ 
ing  areas  were  liberated;  but  it  was  some  months 
before  these  supplies  became  available  for  civilian 
use.  In  Britain  the  curve  of  coal  production  had 
been  falling,  and  exports  for  military  use  in  Europe 
reduced  stocks  to  a  bare  minimum.  Lack  of  man¬ 
power  and  equipment  made  it  unlikely  that  Eu¬ 
rope  could  again  count  on  Britain  as  a  source 
of  coal.  Poland  was  potentially  a  large  supplier,, 
but  even  when  its  output  had  increased  after 
the  war,  there  was  not  adequate  transport  to 
move  the  coal  westward.  For  Western  Europe, 
Germany  was  the  logical  source  of  supply.  The 
Nazis,  however,  had  used  thousands  of  “slave 
laborers”  in  their  mines;  once  liberated  these  work¬ 
ers  became  “Displaced  Persons,”  with  no  desire 
to  continue  digging  coal.  Productivity  of  German 
miners  dropped  steadily,  owing  to  acute  shortage 
of  housing,  food,  and  clothing,  as  well  as  lack  of 
pit-props,  machinery,  and  so  forth.  Moreover,  much 
German  coal  had  been  moved  by  barges,  and  traf¬ 
fic  remained  at  a  standstill  until  bridges  and  canal 
structures  could  be  rebuilt  or  repaired.  Yet  Europe’s 
demand  for  coal  from  western  Germany  was  most 
urgent.  Restoration  of  coal  output  in  these  coun¬ 
tries,  notably  France  and  Belgium,  and  increasing 
imports  from  the  United  States,  did  not  meet  even 
the  most  urgent  requirements. 

Given  the  large  fuel  deficit,  intergovernment  co¬ 
operation  was  an  obvious  necessity,  if  a  mad 
scramble  for  the  scanty  supplies  was  to  be  avoided. 
The  ECO  has  enabled  its  members  to  overcome  a 
difficult  situation  with  considerable  success.  Created 
to  increase  the  supply  and  equitable  distribution  of 
coal  (including  coke,  briquettes,  and  pitch)  and 
scarce  items  of  coal-mining  equipment  and  sup¬ 
plies,  the  agency  has  operated  without  any  execu- 
.tive  authority.  Its  powers  are  entirely  consultative 
and  advisory;  there  is  no  provision  for  voting.  Be¬ 
cause  the  members  have  invariably  approached  all 
problems  with  a  striking  spirit  of  cooperation,  the 
technique  of  advice  and  consent  has  been  highly 
successful.  A  General  Purposes  Committee  was 
created  to  consider  all  matters  of  general  interest, 
including  policy  and  rules  of  procedure.  This  com¬ 
mittee,  in  turn,  set  up  sub-committees  and  wprk- 
ing  parties  to  tackle  such  matters  as  statistics. 
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movement  of  coal  (in  cooperation  with  the 
ECITO),  and  production  problems  as,  for  example, 
'equipment  requirements  and  the  quickest  means 
of  meeting  these.  Problems  of  distribution  are  the 
responsibility  of  the  Allocations  Proposals  Com¬ 
mittee,  on  which  all  members  are  represented.  Prior 
m  the  meeting  of  this  committee,  which  takes  place 
•at  least  once  a  month,  the  permanent  staff  obtains 
from  all  importing  members  a  statement  of  their 
consumption  requirements  and  expected  produc¬ 
tion  (if  any)  for  the  period  under  review.  Full  in¬ 
formation  is  also  received  from  members  which 
export  coal,  and  from  other  sources  of  supply 
(Britain,  the  United  States,  South  Africa,  and  Tur¬ 
key  and,  for  Germany,  the  Allied  Control  author¬ 
ities).  In  this  manner  a  summary  statement  is  pre¬ 
pared,  showing  the  deficits  and  surpluses.  The 
•committee’s  task  is  to  draw  up  a  schedule  of  allo¬ 
cations  and,  since  there  is  an  over-all  shortage, 
•each  claiming  member  will  necessarily  get  less  than 
is  needed.  Participants  freely  discuss  all  relevant 
factors — the  use  made  of  coal  supplies,  availability 
•of  other  fuels,  and  so  forth.  The  meetings  have 
invariably  resulted  in  unanimous  agreement  on 
allocations.  To  give  effect  to  the  recommendations 
of  the  ECO,  Britain,  the  United  States  and  their 
zone  authorities  in  Germany  have  cooperated  close¬ 
ly  with  the  coal  agency.  When  it  is  borne  in  mind 
that  coal  is  a  basic  factor  in  European  production 
and  transportation,  it  is  at  once  apparent  that  the 
EGO  has  exercised  a  profound  influence  on  the 
course  of  economic  reconstruction.” 

EMERGENCY  ECONOMIC  COMMITTEE  FOR  EUROPE 

But  while  coal  and  transportation  have  been 
matters  of  crucial  importance  in  the  restoration  of 
production  and  distribution  in  war-ravaged  Eu¬ 
rope,  there  have  been  many  other  problems  of  com¬ 
mon  concern  which  required  intergovernmental 
action.  There  was  urgent  need  to  increase  the  pro¬ 
duction  of  food,  raw  materials  and  manufactured 
goods,  not  only  to  provide  employment,  but  also 
to  restore  the  standard  of  living.  As  noted  above 
UNRRA  was  expected  to  meet  some  of  these  short¬ 
ages,  particularly  foodstuffs,  and  at  the  same  time 
aid  in  the  tasks  of  rehabilitation.  This  arrangement, 
however,  was  almost  entirely  in  terms  of  external 
relief;  to  accelerate  reconstruction  it  was  also  nec¬ 
essary  that  the  several  European  countries  jointly 
seek  a  solution  to  complicated  problems  common 

II.  For  further  details  on  the  background  and  functioning  of 
the  ECXD,  see  Wayne  G.  Jackson,  “Fuel  Needs  in  War-Torn 
Countries:  The  European  Coal  Organization,”  Department  of 
Sute  Bulletin.  December  2,  1945,  pp.  879-82;  A.S.A.,  “The 
European  Coal  Organization,”  The  World  Today  (New  York, 
Royal  Institute  of  International  Affairs),  March  1946,  pp.  97-105. 


to  all  of  them.  With  this  object  in  view,  the  Emer¬ 
gency  Economic  Committee  for  Europe  (EECE) 
was  organized  in  London  on  May  28,  1945  largely 
as  a  result  of  the  initiative  taken  by  die  United 
States.”  The  governments  represented  were:  Bel¬ 
gium,  Denmark,  France,  Greece,  Luxembourg, 
The  Netherlands,  Norway,  Turkey,  Britain  and 
the  United  States.  Czechoslovakia,  Poland  and 
Sweden  have  sent  observers  to  EECE  meetings; 
Russia,  'Yugoslavia,  and  Finland  have  not  par¬ 
ticipated.  Austria,  Eire,  Hungary,  Iceland,  Italy, 
Portugal  and  Switzerland  have  shared  in  the  work  I 
of  the  EECE  as  “associates.” 

Established  for  the  purpose  of  facilitating  “the 
consultation  and  collaboration  of  European  gov¬ 
ernments  in  economic  matters  of  common  con¬ 
cern,””  the  committee  has  no  executive  powers; 
its  authority  is  limited  to  making  recommenda¬ 
tions  to  member  governments.  Sub-committees 
have  been  created  to  deal  with  specific  problems:  f 
food  and  agriculture  (with  working  groups  for 
seeds,  infestation  control,  draught  horses,  binder 
twine,  fertilizers,  and  fish),  public  utilities,  timber, 
housing,  textile  output,  and  trade  with  Germany. 
Immediate  requirements  for  machinery,  seed  and 
fertilizers  were  quickly  surveyed,  and  measures  to  1 
increase  the  availability  of  these  were  recommend-  i 
ed.  Moreover,  the  sub-committee  on  food  and  agri-  I 
culture  gave  special  attention  to  the  necessity  of  \ 
adapting  existing  methods  of  allocation  and  coor¬ 
dinated  purchase  of  foodstuffs  in  short  world  sup¬ 
ply  to  the  post-war  situation.  Recommendations 
were  made  to  UNRRA  and  the  Combined  Food 
Board  on  this  subject.  The  Committee  has  also  f 
suggested  equitable  methods  of  allocating  available  [ 
supplies  in  Europe  of  timber,  alkalis,  oil  cake,  fer-  [ 
tilizers,  and  so  on.” 

Another  project  of  the  EECE  was  a  plan  for 
increasing  the  export  of  electric  power  from  Ger¬ 
many.  Arrangements  to  coordinate  the  power  sup-  ) 
ply  in  most  of  Northwestern  Europe  were  also  j 
worked  out.”  In  both  instances  the  recovery  of  in¬ 
dustrial  production  has  been  promoted.  More  re¬ 
cently,  the  EECE  announced  that  it  was  studying 

12.  In  January  1945,  President  Roosevelt  sent  his  personal 

adviser,  Judge  Samuel  I.  Rosenman,  to  Europe  as  a  roving  ^ 

Minister  with  the  assignment  to  survey  the  economic  situation  f 
in  the  liberated  countries.  Judge  Rosenman  in  his  report  rec¬ 
ommended  the  formation  of  coal  and  transport  agencies,  as  i 
well  as  a  European  Economic  Committee.  See  Livingston  T.  L 
Merchant,  “The  Rosenman  Mission,”  Department  of  State  | 
Bulletin,  July  8,  1945,  pp.  55-61.  I 

13.  Sec  statement  of  functions  issued  by  the  EECE,  August  30,  \ 

1945,  reprinted  in  Department  of  State  Bulletin,  September  2, 

1945,  pp.  305-306.  j 

14.  See  Department  of  State  Bulletin,  November  4,  1945,  pp. 
724-26. 

15.  See  Cleveland,  “The  United  States  and  Economic  Col¬ 
laboration,”  cited,  pp.  5-6. 
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the  feasibility  of  a  priorities  board  to  direct  Euro¬ 
pean  output. in  accordance  with  a  general  plan  for 
reconstruction.  Questionnaires  were  sent  to  mem¬ 
ber  governments  to  ascertain  raw  material  short¬ 
ages  and  details  of  the  production  possibilities  and 
needs  of  each  country.  A  system  of  priorities  for 
distribution  of  raw  materials  and  finished  goods 
is  envisaged.’*^  Along  with  the  ECO  and  the 
ECITO,  the  EECE  has  done  much  to  promote  eco¬ 
nomic  collaboration  on  the  continent,  and  this  at  a 
time  when  the  struggle  for  existence  of  the  devas¬ 
tated  countries  has  greatly  aggravated  the  danger 
of  contradictory  and  self-defeating  national  policies. 

NATIONAL  PLANNING  AND 
WORLD  ECONOMY 

Set  up  as  ad  hoc  agencies  to  help  solve  the  im¬ 
mediate  economic  problems  of  Europe  at  the  time 
of  liberation,  tbe  three  “E-Organizations”  have 
created  a  pattern  of  intergovernmental  cooperation 
which  must  be  maintained  if  in  time  a  united 
world  economy  is  to  be  developed.  Nearly  every 
European  government  has  now  evolved,  or  is  in 
process  of  evolving,  comprehensive  plans  for  the 
reconstruction  and  development  of  its  national 
economy.*’  In  the  absence  of  concerted  action  to 
integrate  and  coordinate  these  programs,  another 
era  of  economic  nationalism  and  conflict  may  set 
in.  What  is  being  undertaken  now  will  be  a  de¬ 
termining  factor  in  the  future  structure  of  Europe’s 
economy;  the  desirability  of  unity  in  approach  and 
action  is  therefore  all  the  more  evident.  The  objec¬ 
tives  of  these  economic  policies  and  plans  are  an 
expansion  of  income  and  a  higher  standard  of 
living,  for  which  considerable  outlays  on  capital 
goods  are  required.  Such  an  investment  boom  is 
already  underway  in  several  countries,  with  the 
result  that  costs  and  prices  are  rising.*® 

Until  the  gap  between  the  money  income  flow¬ 
ing  into  the  hands  of  the  public  and  the  output 
of  goods  and  services  is  closed,  such  an  inflationary 
condition  will  continue,  especially  in  those  nations 
whose  income  is  also  swollen  by  a  budgetary  deficit. 
Under  these  circumstances,  each  government  must 
watch  closely  its  balance  of  international  payments 
and,  given  the  shortage  of  foreign  exchange — par¬ 
ticularly  dollars  —  has  no  choice  but  to  continue 
strict  control  over  its  foreign  trade.  This  situation 
will  not  change  until  the  export  industries  have 

16.  New  Yor^  Times,  February  20,  1947. 

17.  See  UN,  Preliminary  Report  of  the  Temporary  Suh-Com- 
mission  on  Economic  Reconstruction  of  Devastated  Areas, 
A/147  (Lake  Success,  New  York),  October  26,  1946;  and 
Christian  Science  Monitor,  April  10,  1947. 

18.  International  Chamber  of  Commerce,  Monetary  Problems 
of  the  World  Today,  Brochure  No.  104  (Paris,  December  1946), 
p.  16. 


been  considerably  revived  and  foreign  markets  de¬ 
veloped.  In  the  meantime,  however,  the  investment 
boom  generates  a  further  demand  for  consumer 
gcx)ds;  but  if  the  already  much  reduced  supply  of 
foreign  exchange  is  used  to  finance  more  of  such 
imports,  funds  urgently  needed  for  the  purchase 
abroad  of  raw  materials  and  capital  equipment  will 
to  that  extent  be  reduced.  Thus  far  foreign  loans, 
most  of  them  advanced  by  the  United  States,  have 
covered  a  part  of  the  trade  deficit;  but  there  will 
be  no  adequate  solution  until  the  productive  pow¬ 
er  of  Europe  has  reached  a  level  higher  than  that 
prevailing  before  the  war.  National  planning  to 
achieve  this  goal  must  be  coordinated,  lest  there 
be  a  gradual  shift  in  the  direction  of  autarchy. 
While  one  may  not  be  prepared  to  conclude  that 
“national  planning  in  Europe  must  have  its  coun¬ 
terpart  in  international  planning,”*^  the  necessity 
for  some  measure  of  long-range  coordination  and 
integration  of  plans  cannot  be  denied,  and  was 
recognized  by  Secretary  Marshall  in  his  Harvard 
speech. 

UN  ECONOMIC  SURVEY  OF  EUROPE 

The  task  of  promoting  international  collabora¬ 
tion  on  such  a  scale  is  one  which,  under  the  Char¬ 
ter  of  the  United  Nations,  devolves  on  the  Eco¬ 
nomic  and  Social  Council  (ECOSOC).  During  its 
first  session,  the  Council  discussed  the  European 
situation,  and  on  February  i6,  1946  adopted  a  reso¬ 
lution  asking  the  then  new'ly  created  Economic  and 
Employment  (Dommission  for  advice  on  “problems 
of  reconstruction  of  devastated  areas  .  .  .  includ¬ 
ing  methods  of  meeting  short-term  situations  most 
consistently  with  the  requirements  of  long-term 
policy.”  Later,  at  its  second  session,  the  Ck)uncil 
received  a  report  from  this  commission  recom¬ 
mending  that  a  Sub-Commission  on  Economic  Re¬ 
construction  of  Devastated  Areas  be  created  as  soon 
as  possible.  The  report  noted  that  there  were  two 
types  of  reconstruction  policies:  that  related  to 
the  immediate  problem  of  restoring  production, 
and  that  concerned  with  long-range  aims,  both 
of  which  merge  “into  the  general  problem  of  the 
economic  basis  on  which  a  new  and  lasting  peace 
may  be  built.”’® 

Acting  on  this  advice,  the  Council  on  June  21, 

19.  PEP,  The  Moscow  Conference — European  Economic  Bact^~ 
ground.  Pamphlet  No.  262  (London,  March  1947),  p.  i.  Her¬ 
bert  Hoover’s  letter  of  June  15  to  Senator  Bridges  on  “The 
Limits  of  American  Aid  to  Foreign  Countries"  proposes  what 
is  in  effect  a  planned  use  of  our  resources  in  aiding  devastated 
areas.  President  Truman’s  appointment  on  June  22  of  a  non¬ 
partisan  committee  to  assess  our  export  capacity  is  based  on  the 
need  for  a  national  plan  to  implement  the  Marshall  program 
of  concerted  economic  action  in  Europe. 

20.  fournal  of  the  Economic  and  Social  Council,  No.  15,  May 
28,  1946,  p.  185. 
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1946  established  a  twenty-member  Temporary  Sub- 
Commission  whose  terms  of  reference  followed 
closely  those  suggested  in  the  nuclear  Economic 
and  Employment  Commission  report.^*  The  Coun¬ 
cil,  however,  directed  that  attention  be  given  “the 
special  claims  of  countries  Members  of  the  United 
Nations.”  The  economic  relations  of  Germany  and 
Japan  were  also  to  be  considered. 

With  London  as  the  base  of  its  operations,  the 
Temporary  Sub-Commission  began  its  work  on 
July  29,  1946.  Field  parties  were  appointed  to  make 
on-the-spot  surveys.  One  such  group  was  assigned 
to  countries  in  Western  Europe,  another  to  Eastern 
Europe,  and  a  third  to  Southern  Europe  and 
Africa.  When  the  experts  returned  to  London,  all 
available  information  was  studied  and  coordinated, 
with  an  analysis  by  countries  and  by  subjects.  The 
completed  report,  containing  recommendations 
based  on  a  mass  of  factual  data,  was  forwarded 
to  UN  Secretary-General  Trygve  Lie  on  September 
13,  1946  for  consideration  by  the  Council.^^ 

In  drafting  its  recommendations  to  the  Council, 
the  Sub-Commission  concentrated  on  the  more 
urgent  economic  problems  confronting  Europe. 
Thus,  such  matters  as  food  and  agriculture,  hous¬ 
ing,  manpower,  coal,  electric  power,  raw  materials, 
machinery  and  equipment,  transport,  trade  and  fi¬ 
nance,  and  emergency  relief  were  dicussed  in  de- 
tail.^^  At  the  same  time  the  report  emphasized  cer¬ 
tain  long-range  implications  of  economic  recon¬ 
struction  in  Europe.  With  reference  to  the  plans 
and  intentions  of  the  different  governments,  it  was 
noted  that  a  study  of  these  programs  revealed  an 
“apparent  inability  to  take  account  of  the  plans  of 
other  countries  and  of  their  possible  effects  on  an 
integrated  European  and  world  economy.”^"*  This 
lack  of  integration  was  not  intentional  but  the 
result  of  uncertainty  as  to  future  sources  of  finance 
and  supplies,  and  lack  of  information  about  the 
plans  of  othei  countries — a  difficulty  which  could 
not  be  resolved  by  national  action  alone.  In  the 
absence  of  coordinatibn  between  production  pro¬ 
grams  of  the  several  countries,  the  danger  existed 
that  investment  in  some  of  them  might  prove 
later  to  have  been  misdirected.  In  short,  many  dif¬ 
ficulties  “may  arise  if  the  formulation  of  national 
economic  policy  in  Europe  during  the  reconstruc¬ 
tion  period  proceeds  without  a  full  exchange  of  in¬ 
formation  on  the  economic  policies  of  the  countries 
concerned.”^* 

21.  Sec  UN  document  E/66/Rcv.  2. 

22.  Sec  UN  document  A/147,  dated  October  26,  1946.  The 
first  New  York  edition  carried  symbol  E/156. 

23.  See  ibid..  Part  II,  Chap.  IV,  pp.  jiS. 

24.  Ibid.,  p.  59. 

25.  Ibid.,  p.  63. 


Qjnvinced  that  there  should  be  a  greater  measure  d 
of  intra-European  economic  cooperation,  the  dele-  a 
gates  of  Poland,  Britain  and  the  United  States  had  v 
proposed  during  the  London  sessions  of  the  Sub-  r 
Commission  that  the  recommendations  include  the  d 
establishment  of  an  Economic  Commission  for  r 
Europe.  The  Russian  delegate,  however,  lacked  in-  i 
struct  ions  from  his  government,  whereupon  it  was  r 
agreed  that  the  idea  should  be  submitted  to  the 
Council  as  a  “proposal,”  rather  than  as  a  recom-  1 

mendation.  The  proponents  of  a  European  cco-  s 

nomic  commission  envisaged  an  organization  1 
which  would  be  “charged  with  the  task  of  facil-  < 
itating  concerted  action  for  the  economic  rccon-  1 
struction  of  Europe,  and  with  initiating  and  par-  : 
ticipating  in  measures  necessary  for  the  expansion  1 
of  European  economic  activity  and  for  the  develop¬ 
ment  and  integration  of  the  European  economy.”^* 

U.S.S.R.  AND  THE  EUROPEAN  AGENCY 

During  its  third  session,  which  began  Septem¬ 
ber  25,  1946,  the  Council  engaged  in  a  lively  de¬ 
bate  on  the  report  of  the  Sub-Commission.  The 
most  polemical  issue  was  the  proposal  to  establish 
a  permanent  UN  economic  agency  to  promote  re¬ 
construction  in  Europe.  A  large  majority  of  the 
delegates  heartily  endorsed  this  project;  represen¬ 
tatives  of  the  U.S.S.R.,  Yugoslavia  and  the  Ukraine 
opposed  it.  The  Russian  delegate,  Nikolai  1. 
Feonov,  asserted  that  the  Sub-Commission  should 
have  confined  itself  to  a  study  of  the  immediate 
needs  of  Europe  and  not  undertaken  to  pass  on 
questions  involving  the  future  economy  of  the  con¬ 
tinent.  The  proposal  to  establish  a  coordinating 
body  Was  not  feasible,  for  Europe  could  not  be  con¬ 
sidered  as  an  economic  entity.  The  whole  approach 
of  the  report,  he  said,  was  not  such  as  “to  aid  the 
economic  independence”  of  the  several  countries. 
Thus  if  the  recommendation  that  loans  be  ob¬ 
tained  from  the  World  Bank  were  carried  out,  the 
sovereignty  of  the  borrowing  country  would  be 
compromised,  since  an  outside  agency  would  then 
decide  what  needs  were  to  be  met.^^ 

Convinced  that  no  plan  for  a  European  economic 
commission  could  succeed  unless  it  had  the  support 
of  all  members  of  the  Council,  that  body  set  up  a 
sub-committee  (Britain,  China,  Russia  and  the 
United  States)  to  seek  a  possible  compromise.  Bit 
again  Mr.  Feonov  persisted  in  his  objections,  and 
asked  that  the  matter  be  postponed  until  the  next 
meeting  of  the  Council.^®  This  was  finally  agree! 
to,  although  the  British  spokesman  noted  that  his 

26.  See  ibid.,  p.  84  for  text  of  the  proposal. 

27.  New  Yorii  Times,  September  26,  1946. 

28.  Ibid.,  October  1,  1946. 


I  foreign  policy  reports  •  JULY  15,  1947 

irc  delegation  reserved  the  right  to  raise  the  matter 
Ic-  at  the  General  Assembly,  since  the  issues  involved 
id  were  also  of  vital  concern  to  several  nations  not 
lb-  represented  on  the  Council.  A  resolution  was  voted 
he  directing  the  UN  Secretariat  to  undertake  an  im- 
or  mediate  survey  of  the  short-  and  long-term  financ- 
n-  ing  required  by  the  devastated  countries  which  arc 
as  members  of  the  UN.^^ 

1C  When  the  Council  met  for  its  fourth  session  on 
n-  February  28,  1947,  it  had  before  it  a  resolution 
0-  adopted  by  the  General  Assembly,  December  ii, 
»n  1946,  which  recommended  that  “prompt  and  fav- 
il-  curable  consideration”  be  given  “to  the  establish- 
1-  merit  of  an  Economic  Commission  for  Europe 
r-  I  and  an  Economic  Commission  for  Asia  and  the 
in  I  Far  East.”^°  Moreover,  the  proposal  now  had  the 
>  !  approval  of  Russia  and  other  Eastern  European 
I  members  of  the  UN,  all  of  whom  voted  in  the 
\  affirmative  when  the  issue  was  before  the  As- 
-  sembly.  The  Council  unanimously  agreed  on 
j  I  March  3,  1947  that  an  Economic  Commission  for 
.  Europe  should  be  established,  and  on  the  same 
j  day  appointed  an  ad  hoc  committee  to  make  rcc- 
ommendations  on  the  membership  and  terms  of 
reference.^* 

g  At  its  first  meeting  on  March  5  this  committee 
adopted  as  a  basis  for  discussion  the  draft  terms  of 
g  reference  presented  by  the  acting  American  dele- 
[  gate,  Leroy  Stinebower.*^  After  an  exchange 
j  I  of  ideas,  in  the  course  of  which  substantial  agree- 
j  ment  was  reached  on  general  principles,  the  chair- 
^  I  man  appointed  a  drafting  committee,  consisting 
of  representatives  of  the  United  States,  Britain, 
,  I  France  and  Russia,  to  devise  the  actual  wording 
’  of  the  terms  of  reference. 

j  During  its  deliberations,  this  group  considered 
.  numerous  amendments,  many  of  them  proposed 
by  the  Russian  delegation.  One  of  the  more  im- 
.  ;  portant  points  at  issue  was  the  geographical  area 
.  I  in  which  the  Commission  should  be  empowered 
.  I  to  function.'The  Soviet  delegate,  Pavel  Chernyshev, 
I  !  did  not  approve  of  a  wording  which  authorized 
the  ECE  to  consider  economic  and  technological 
problems  and  developments  within  member  coun¬ 
tries  and  within  Europe  generally;  he  insisted  that 
1  this  sub-paragraph  (i-b)  read  “in  European  mem- 
I  j  ber  states  and  the  United  States  of  America.”’^ 
;  Had  this  change  been  accepted,  its  effect  would 

1  I  29.  Sec  ECOSCX3,  Official  Records,  19th  and  20th  meetings, 
‘  pp.  i4off. 

30.  This  resolution  was  introduced  by  the  Norwegian  delega¬ 
tion. 

31.  ECOSOC,  Fourth  Session,  Summary  Record,  55th  meeting, 
E/430,  p.  6. 

32.  Drafting  Sub-Committee,  Summary  Record,  1st  meeting, 
j  E/AC.17/1,  p,  3. 

33-  Ibid.,  and  meeting,  E/AC.17/4,  p.  2. 
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have  been  to  exclude  the  ECE  from  consideration 
of  problems  and  developments  involving  those  So¬ 
viet  satellite  nations  in  Europe  which  are  not  UN 
members.  As  it  was,  however,  the  ad  hoc  com¬ 
mittee  rejected  the  revision  desired  by  Mr.  Cher¬ 
nyshev.*^  Another  important  point  involved  the 
rewording  of  the  American  version  of  sub-para¬ 
graph  I  (a).  This  defined  the  objectives  of  the  ECE 
as  “the  economic  reconstruction  of  Europe,  the  ex¬ 
pansion  of  European  economic  activity,  and  the  in¬ 
tegration  of  the  European  economy.”  The  last 
phrase  had  been  used  in  the  proposal  set  forth 
in  the  report  of  the  Temporary  Sub-Commission, 
and  had  prompted  Soviet  delegate  Feonov  to  re¬ 
mark  to  the  Council  at  its  third  session  that  the 
goal  envisioned  was  the  impossible  one  of  a  “self- 
contained  economic  unit.”  Actually  no  such  eco¬ 
nomic  system  for  Europe  had  been  contemplated 
by  the  experts.  What  was  implied  was  coordina¬ 
tion  of  reconstruction  programs  not  merely  in 
terms  of  present  needs,  but  also  with  regard  to  the 
development  of  a  sound  basis  for  economic  relations 
within  Europe  and  with  the  world  economy.  Both 
British  and  The  Netherlands  delegates  desired  a 
rewording  of  the  phrase  “integration  of  the  Euro¬ 
pean  economy.”**  The  drafting  committee  there¬ 
fore  dropped  the  disputed  phrase  and  adopted  the 
following:  “for  maintaining  and  strengthening  the 
economic  relations  of  the  European  countries  both 
among  themselves  and  with  other  countries  of  the 
world.”*^  To  emphasize  the  intention  that  the  ECE 
should  concentrate  on  the  immediate  problems  of 
reconstruction,  it  was  provided  that  not  later  than 
1951  the  Council  shall  review  the  work  of  the  Com¬ 
mission  to  determine  its  future  status.*^ 

The  Terms  of  Reference  for  ECE  prepared  by 
the  drafting  committee  were  considered  by  the 
Council  on  March  27  and  28.  The  French  delegate, 
Georges  Boris,  opened  the  discussion  by  remarking 
that,  while  he  gave  up  his  right  to  submit  an  amend¬ 
ment,  he  desired  to  emphasize  for  the  record  “the 
particular  importance  of  the  German  economy  to 
the  European  economy  as  a  whole.”*®  The  Neth¬ 
erlands,  British  and  American  members  concurred 
in  this  statement.*^ 

34.  Ad  Hoc  Committee  on  the  ECE,  Summary  Record,  3d 
meeting,  E/AC.  17/5,  p.  3. 

35.  Ibid.,  pp.  4-5. 

36.  See  Draft  Terms  of  Reference  for  the  ECE  submitted  by 
the  Drafting  Sub-Committee,  E/AC  17/2,  March  19,  1947,  p.  2. 

37.  Briuin,  supported  by  Canada,  sponsored  this  paragraph. 
See  Drafting  Committee,  Summary  Record,  ist  meeting, 
EMC.  1 7/3,  March  24,  1947,  p.  i. 

38.  ECOSOC  Fourth  Session,  Summary  Record,  80th  meeting, 
E/394.  April  2,  1947,  p.  2. 

39.  These  and  other  delegations  hadi  desired  that  this  point 
should  be  incorporated  in  the  draft  terms.  See  UN  document 
E/363/Rev.i,  March  ao,  1947,  p.  5. 
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INTERNATIONAL  AGENCIES  FOR  EUROPEAN  RECONSTRUCTION 


The  Canadian  and  Norwegian  delegations  made 
the  general  observation  that  the  ECE  was  a  new 
type  of  organization,  functioning  on  a  regional 
basis;  under  the  provisions  of  the  Charter,  howt- 
ever,  the  intention  had  been  to  create  functional, 
rather  than  regional  structures.  Unless,  therefore, 
the  ECE  operated  wisely,  it  might  promote  “re¬ 
gional  exclusiveness  and  inter-regional  competition 
with  very  dangerous  political  and  economic  re- 
sults.”-*® 

These  remarks  having  been  made,  the  Council 
proceeded  to  consider  a  series  of  amendments  of¬ 
fered  by  the  Soviet  delegation.^'  Among  other 
things,  the  Russian  member  contended  that  the  au¬ 
thority  of  the  Commission  should  be  limited  to 
those  countries  which  were  members  of  the  United 
Nations,  and  no  others.  His  views  did  not  prevail; 
an  amendment  offered  by  The  Netherlands  dele¬ 
gation,  providing  that  the  competence  of  the  Com¬ 
mission  should  include  not  only  UN  members  but 
all  European  countries  as  well,  was  approved  by 
the  Council.'*^  Other  amendments  offered  by  the 
Soviet  delegate  were  voted  down.  Several  of  these 
concerned  the  relation  between  the  ECE  and  exist¬ 
ing  specialized  agencies  and  intergovernmental  or¬ 
ganizations.  Instead  of  the  wording  of  the  un¬ 
amended  terms  of  reference  which  required  prior 
consultation  by  the  Commission  with  other  agen¬ 
cies  and  organizations,  the  amendments  proposed 
by  the  Russian  delegate,  Alexander  Morozov,  would 
have  made  this  procedure  optional.**^  Since  all  of  his 
amendments  had  been  rejected,  the  Soviet  delegate 
abstained  from  voting  on  the  terms  of  reference 
as  a  whole.'*'* 

FIRST  SESSION  OF  THE  ECE 

The  first  plenary  meeting  of  the  Commission, 
held  in  Geneva  May  2-13,  was  attended  by  dele¬ 
gates  from  all  eighteen-member  countries.'*^  The 
agenda  was  devoted  entirely  to  problems  of  or¬ 
ganization,  and  although  a  substantial  measure  of 
agreement  was  finally  achieved,  the  deliberations 
revealed  a  lack  of  understanding  between  the  East¬ 
ern  and  Western  members  as  to  how  the  recovery 
of  Europe  should  be  promoted.  In  the  opening 
statements  by  the  delegations,  spokesmen  for  Brit- 

40.  Ibid.,  pp.  2-3.  See  also  Fourth  Session,  Summary  Record, 
54th  meeting,  E/429,  April  23,  1947,  p.  3. 

41.  These  are  printed  as  UN  document  E/363/Rev.i/Add.  i, 
March  22,  1947. 

42.  ECXDSOC,  Fourth  Session,  Summary  Record,  80th  meeting, 
E/394,  April  2,  1947,  p.  4. 

43.  Ibid.,  p.  5,  and  ibid.,  8ist  meeting,  E/395. 

44.  For  Terms  of  Reference,  see  p.  120. 

45.  The  appointment  of  Dr.  Gunnar  Myrdal,  Swedish  Minister 
of  Commerce  (since  resigned),  as  Executive  Secretary  of  the 
ECE  was  announced  on  April  7  by  UN  Secretary-General 
Trygve  Lie.  New  York_  Times,  April  8,  1947. 


ain  and  France  contended  that  revival  of  Ger¬ 
man  industry  was  an  important  factor  in  the  re¬ 
construction  of  European  economy;  therefore,  the 
ECE  must  work  in  close  collaboration  with  the 
Allied  (Control  authorities.  This  view  was  en¬ 
dorsed  by  Under-Secretary  of  State  William  L. 
Clayton,  the  American  delegate,  as  well  as  by 
spokesmen  for  Norway,  The  Netherlands  and  Bel- 
gium.^^  Representatives  of  Poland  and  Yugoslavia, 
however,  dissented;  they  insisted  that  the  center 
of  gravity  in  Europe  had  shifted  eastward,  away 
from  Germany.  Valerian  A.  Zorin,  delegate  of  the 
U.S.SJI.,  asserted  that  the  (Dommission  should  con¬ 
centrate  on  “questions  of  aiding  and  cooperating 
with  the  Allied  countries  that  have  suffered  from 
invasion.”'*^  The  general  tenor  of  his  remarks, 
moreover,  indicated  that  the  criterion  he  had  in 
mind  was  aid  for  nations  actually  invaded  by  the 
enemy.  Repeating  the  objections  of  Moscow  to  the 
American  program  of  aid  to  Greece  and  Turkey, 
both  of  which  are  members  of  the  ECE,  Mr.  Zorin 
warned  that  the  Commission  must  not  base  aid 
to  devastated  areas  on  political  considerations.  In 
brief,  his  remarks  on  the  problem  of  European  eco¬ 
nomic  reconstruction  revealed  that  Russia’s  atti¬ 
tude  toward  the  work  of  the  Commission  has  un¬ 
dergone  no  perceptible  change  since  the  U.S.S.R. 
representative  on  the  Economic  and  Social  Coun¬ 
cil  originally  opposed  formation  of  the  ECE.  Then, 
as  now,  Moscow’s  contention  had  been  that  recon¬ 
struction  should  be  envisaged  in  terms  of  unre¬ 
stricted  economic  aid  to  UN  members  whose 
economies  were  devastated.  The  objections  of  the 
Soviet  government  to  a  continent-wide  program  of 
economic  cooperation,  which  would  include  the 
ex-satellite  states,  have  not  been  modified.  Yet  the 
declaration  signed  at  the  Yalta  Conference  in 
February  1945  provided  for  “coordination  of  the 
policies  of  the  three  powers  and  for  their  joint  ac¬ 
tions  in  the  solution  of  the  political  and  economic 
problems  of  liberated  Europe,  in  accordance  with 
democratic  principles.’’  British  and  American  notes 
requesting  implementation  of  this  agreement  have 
been  uniformly  rejected.  But  at  the  same  time  the 
Communists  have  created  a  tightly  integrated  polit¬ 
ical  and  economic  bloc  in  Southeastern  Europe. 

THE  PARIS  CONFERENCE 

Had  the  conference  of  the  Foreign  Ministers  of 
Britain,  France  and  the  Soviet  Union,  which 
opened  in  Paris  on  June  27,  been  able  to  agree  on  a 
continent-wide  program  of  economic  reconstruc¬ 
tion,  as  suggested  by  Secretary  Marshall  in  his  June 


P 

/ 

e 

tl 

E 

n 

t; 

V 

b 

I 

r 

r 

r 

1 

c 

s 

t 

1 

f 

1 


I 


I 

I 


46.  Ibid.,  May  4,  10,  1947. 

47.  Ibid.,  May  6,  1947. 
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5  speech  at  Harvard,  the  success  of  the  UN  Euro¬ 
pean  commission  might  well  have  been  assured. 
As  it  was,  however,  the  Big  Three  negotiations 
ended  in  a  deadlock.  The  proposal  put  forward  by 
the  British  and  French  leaders  that  the  nations  of 
Europe  first  get  together  and  prepare  a  plan  foe 
mutual  aid  in  return  for  further  American  assis¬ 
tance  was  rejected  by  Mr.  Molotov,  who  repeated 
without  substantial  change  the  arguments  outlined 
by  the  Russian  delegation  at  the  first  session  of  the 
ECE.  The  all-embracing  economic  plan  for  Eu¬ 
rope  envisaged  by  Mr.  Bevin  and  M.  Bidault  was 
not  acceptable,  he  said,  because  it  would  under¬ 
mine  the  sovereignty  of  the  participating  nations. 
Their  recommendations  presuppose  the  existence 
of  an  economic  plan  in  each  European  country;  but 
some  national  economies  had  no  such  plan,  and 
therefore  if  the  British  and  French  proposal  were 
put  into  practice  it  would  involve  “attempts  by  the 
great  powers  to  try  to  impose  by  force  an  economic 
plan  upon  the  small  countries  to  oblige  them  to 
alter  their  economic  policies  or  their  trade  agree¬ 
ments.”'*®  Action  by  the  Big  Three:  should  there¬ 
fore  be  limited  to  (i)  arranging  cooperation  among 
the  European  nations  in  the  preparation  by  each  of 

(estimates  of  its  needs,  and  (2)  ascertaining  how 
much  aid  the  American  government  would  give 
and  on  what  terms. 

But  while  the  Soviet  Foreign  Minister  insisted 
that  the  principle  of  national  sovereignty  must  be 
rigidly  adhered  to,  nevertheless  he  agreed  that  the 
estimated  needs  of  each  country  should  be  sub¬ 
jected  to  “a  joint  examination.”  Mr.  Molotov  did 
not  explain  what  this  procedure  included,  but  it 

I  would  appear  to  involve  an  appraisal  of  each  coun¬ 
try’s  list  of  needed  imports,  with  the  final  result 
that  no  national  economy  could  in  practice  unilat¬ 
erally  decide  its  share  in  the  program.  He  did, 
'  however,  repeat  the  thesis,  expressed  several  times 
‘  before  by  Moscow  spokesmen,  that  in  dispensing 
American  aid  priority  should  be  given  to  the  needs 
L  of  those  countries  which  not  only  had  contributed 
1  to  the  Allied  victory,  but  had  also  suffered  occupa¬ 
tion  by  the  Germans — a  standard  that  would  ex- 
;  elude  Britain.  By  rejecting  any  provision  for  a  con- 
t  certed  plan  to  promote  the  most  effective  use  of 
I  European  resources,  Foreign  Minister  Molotov  ig¬ 
nored  the  heart  of  the  Marshall  declaration.  “As 

;  48.  See  Neu/  Vorf{  Times,  July  i,  1947;  and  Tass  statement  of 

Soviet  views  on  European  aid,  ibid.,  June  30,  1947. 
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long  as  Europe  does  nothing  to  aid  itself,”  M. 
Bidault  remarked,  “the  necessity  of  outside  aid 
will  not  be  clearly  demonstrated.”^^ 

When  it  is  noted,  moreover,  that  the  integration 
of  economic  plans  which  the  Soviet  government 
opposes  is  already  being  developed  on  a  consid- 
'erable  scale  in  post-war  Europe,  Moscow’s  objec¬ 
tions  to  the  Western  proposals  appear  unrealistic.^ 
For  example,  in  Eastern  Europe,  where  it  is  re¬ 
ported  that  the  Marshall  declaration  has  been  fav¬ 
orably  received,^*  Poland  and  Czechoslovakia  have 
agreed  to  integration  of  their  reconstruction  plans, 
.with  no  complaint  by  either  that  its  sovereignty  is 
being  destroyed  in  the  process.’^  Similarly,  the  gov¬ 
ernments  of  Belgium,  The  Netherlands  and  Lux¬ 
embourg  for  many  months  past  have  been  work¬ 
ing  out  the  details  of  a  project — called  “Benelux” — 
which  is  expected  to  result  in  the  consolidation  of 
their  economies  within  the  next  two  years.’^  Ad¬ 
mittedly,  joint  economic  planning  such  as  this  can¬ 
not  be  worked  out  in  the  short  period  of  a  few 
months;  but  what  Mr.  Bevin  and  M.  Bidault  de¬ 
sired  was  rather  an  agreement  to  survey  the  re¬ 
sources  and  immediate  needs  of  Europe  as  a  whole, 
leaving  for  later  decision  the  question  of  how  far 
integration  should  be  carried  out.  Since  the  Soviet 
government  has  declined  to  share  in  the  under¬ 
taking  on  this  basis,  the  only  course  apparently  re¬ 
maining  for  the  Western  Powers  is  to  put  into 
force  their  plan  for  a  common  effort  to  promote 
reconstruction  in  as  many  countries  as  will  agree 
to  participate.  In  carrying  out  this  program  they 
can  draw  on  the  experience  gained  as  members  of 
the  three  “E-Organizations.”  Given  the  fact  that 
the  Soviet  Union  is  a  member  of  the  ECE,  it  is 
now  unlikely  that  this  UN  agency  will  be  given 
any  prominent  part  in  the  undertaking.  Secretary 
Marshall  did  not  mention  the  Commission  in  his 
Harvard  speech,  and  such  references  to  the  agency 
as  have  been  made  by  Foreign  Ministers  Bevin  and 
Bidault  indicate  their  intention  that  the  ECE 
should  be  used  only  as  a  source  of  economic  data. 

49.  Ibid.,  July  1,  1947. 

50.  It  should  be  noted,  however,  that  Moscow  fears  United 
States  policy  in  Europe  includes  elimination  of  Soviet  trade 
agreements  with  neighboring  countries.  The  preconditions  of  a 
viable  economy  in  Europe  will  be  discussed  in  a  later  report. 

51.  See  New  Yorl(  Times,  June  29,  1947. 

52.  See  The  Central  European  Observer  (London),  May  30, 
•947,  P.  159,  su'd  Business  iVeel(,  May  17,  1947,  p.  104. 

53.  See  D.  T.  R.,  “Economic  Union  of  the  Low  Countries,” 
The  World  Today,  cited,  June  1947,  pp.  254-61, 
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‘  SPAIN  AFTER  WORLD  WAR  II  by  Robert  Okin 


Excerpts  from  the  Terms  of  Reference  for  the  Economic 
Commission  for  Europe* 

Selected  by  Ona  K.  D.  Ringwood 


THE  ECONOMIC  AND  SOCIAL  COUNCIL 

Having  considered  the  Resolution  adopted  at  the 
Fifty-fifth  Plenary  Session  of  the  General  Assembly 
on  II  December  1946,  namely,  that  the  General  As¬ 
sembly  “recommends  that,  in  order  to  give  effective 
aid  to  the  countries  devastated  by  war,  the  Economic 
and  Social  Council,  at  its  next  session,  give  prompt 
and  favourable  consideration  to  the  establishment  of 
an  Economic  Commission  for  Europe  .  . 

A.  ESTABLISHES  AN  ECONOMIC  COMMIS¬ 
SION  FOR  EUROPE,  with  tefms  of  reference  as 
follows: 

I.  The  Economic  Commission  for  Europe,  acting 
within  the  framework  of  the  policies  of  the  United 
Nations  and  subject  to  the  general  supervision  of  the 
Council  shall,  provided  that  the  commission  takes  no 
action  in  respect  to  any  country  without  the  agree¬ 
ment  of  the  government  of  that  country: 

(a)  initiate  and  participate  in  measures  for  facil¬ 
itating  concerted  action  for  the  economic  reconstruc¬ 
tion  of  Europe,  for  raising  the  level  of  European  eco¬ 
nomic  activity,  and  for  maintaining  and  strengthening 
the  economic  relations  of  the  European  countries  both 
among  themselves  and  with  other  countries  of  the 
world; 

(b)  make  or  sponsor  such  investigations  and  studies 
of  economic  and  technological  problems  of  and  de¬ 
velopments  within  member  countries  of  the  Commis¬ 
sion  and  within  Europe  generally  as  the  Commission 
deems  appropriate; 

(c)  undertake  or  sponsor  the  collection,  evaluation 
and  dissemination  of  such  economic,  technological  and 
statistical  information  as  the  Commission  deems  ap¬ 
propriate. 

i.  The  Commission  shall  give  prior  consideration, 
during  its  initial  stages,  to  measures  to  facilitate  the 
economic  reconstruction  of  devastated  countries  of 
Europe  which  are  Members  of  the  United  Nations. 

Immediately  upon  its  establishment,  the  Com¬ 
mission  shall  consult  with  the  member  governments 
of  the  Emergency  Economic  Committee  for  Europe, 
the  European  Coal  Organization  and  the  European 
Central  Inland  Transport  Organization  with  a  view 
to  the  prompt  termination  of  the  first,  and  the  absorp¬ 
tion  or  termination  of  the  activities  of  the  second  and 
third,  while  ensuring  that  the  essential  work  per¬ 
formed  by  each  of  the  three  is  fully  maintained. 

4.  The  Commission  is  empowered  to  make  recom¬ 
mendations  on  any  matter  within  its  competence  di¬ 
rectly  to  its  member  governments,  governments  ad¬ 
mitted  in  a  consultative  capacity  under  paragraph  8 
below,  and  the  specialized  agencies  concerned.  The 
Commission  shall  submit  for  the  Council’s  prior  con¬ 
sideration  any  of  its  proposals  for  activities  that  would 
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have  important  effects  on  the  economy  of  the  world  at 
a  whole. 

5.  The  Commission  may,  after  discussion  with  any 
specialized  agency  functioning  in  the  same  general 
field,  and  with  the  approval  of  the  Council  establish 
such  subsidiary  bodies  as  it  deems  appropriate  for 
facilitating  the  carrying  out  of  its  responsibilities. 

6.  The  Commission  shall  submit  to  the  Council  a 
full  report  on  its  activities  and  plans,  including  those 
of  any  subsidiary  bodies,  once  a  year  and  shall  make 
interim  reports  at  each  regular  session  of  the  Council. 

7.  The  Members  of  the  Commission  are  the  Euro- 
piean  members  of  the  United  Nations  and  the  United 
States  of  America. 

8.  The  Commission  may  admit  in  a  consultative 
capacity  European  nations  not  Members  of  the  Unitet 
Nations  and  shall  determine  the  conditions  in  which 
they  may  participate  in  its  work. 

10.  The  Commission  may  consult  with  the  repre 
sentatives  of  the  respective  Allied  Control  Authoritia 
of  the  occupied  territories,  and  be  consulted  by  then 
for  the  purpose  of  mutual  information  and  advice  ot 
matters  concerning  the  economies  of  these  territoria 
in  relation  to  the  rest  of  the  European  economy. 

11.  The  Commission  shall  invite  any  Member  of 
the  United  Nations  not  a  member  of  the  Commission 
to  participate  in  a  consultative  capacity  in  its  consid¬ 
eration  of  any  matter  of  particular  concern  to  that 
non-member. 

12.  The  Commission  shall  invite  representatives  of 
specialized  agencies  and  may  invite  representatives  of 
any  inter-governmental  organizations  to  participate  in 
a  consultative  capacity  in  its  consideration  of  any 
matter  of  particular  concern  to  that  agency  or  organ¬ 
ization,  following  the  practices  of  the  Economic  and 
Social  Council. 

19.  Not  later  than  1951  the  Council  shall  make  a 
special  review  of  the  work  of  the  Commission  with 
a  view  to  determining  whether  the  Commission  should 
be  terminated  or  continued  and  if  continued  what 
modification  if  any  should  be  made  in  its  terms  of 
reference. 

REQUESTS  the  Economic  Commission  for  Europe 
to  convene  at  the  earliest  possible  date  a  meeting  of  j 
transport  experts  drawn  from  its  member  govern- 1 
ments,  from  other  European  governments  admitted  in ! 
a  consultative  capacity,  and  the  Allied  Control  Author¬ 
ities  of  the  occupied  countries  and  from  approprialt, 
European  inter-governmental  transport  organization! 
to  formulate  recommendations  which  shall  form  thei 
basis  of  a  report  by  the  Commission  to  the  Council  a* 
its  Fifth  Session,  if  possible,  on  the  functions  and  oa 
ganizational  arrangements  within  the  framework  of 
the  Commission  required  to  deal  with  European  in¬ 
land  transport  problems  in  general. 


